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Highlights of the Week

United States

Our updated economic forecast anticipates a slowdown in global growth to 3.2% in 2019, roughly at trend.

A weak handoft from 2018 and start to 2019 motivates much of the downgrades in advanced economies, while growth
in emerging markets is anticipated to perk up slightly later in the year.

Growth in the U.S. is expected to slow, but still remain at an above-trend pace this year. That said, lingering economic
uncertainty could weigh further on the domestic and global outlook.

Canada

Canadian data this week was somewhat discouraging. Households ended 2018 by setting a new record for relative in-
debtedness. Meanwhile, February home resale data showed a 9.1% drop in sales activity, but January manufacturing sales
rebounded, up 1.4% in volume terms.

Recent softness provides a weak starting point for our latest Quarterly Economic Forecast. We've downgraded our eco-
nomic growth forecast for this year to 1.2%, with a modest acceleration to 1.8% in 2020.

Contained inflation and a forecast of just a trend pace of growth suggest that the Bank of Canada has already brought
its monetary policy interest rate to a neutral stance. We expect no further rate hikes.

This Week in the Markets

Current'  Week Ago D2 ek 52-Week A Solid Week for Oil and Equities
High Low

Stock Market Indexes Weekly % Change
S&P 500 2815 2743 2931 2351 S&PITSX
S&P/TSX Comp. 16154 15996 16567 13780 S&P 500
DAX 11636 11458 13170 10382
FTSE 100 7224 7104 7877 6585 DAX
Nikkei 21451 21026 24271 19156 USD:EUR

Fixed Income Yields USD-JPY
U.S. 10-yr Treasury 2.58 2.63 3.24 2.55 USD:CAD
Canada 10-yr Bond 1.71 1.77 2.60 1.71
Germany 10-yr Bund 0.08 0.07 0.65 0.06 DXy
UK 10-yr Gilt 1.20 1.19 1.73 1.15 WTI
Japan 10-yr Bond -0.03 -0.03 0.16 -0.04

- 20 10 00 1.0 2.0 3.0 40 5.0
Foreign Exchange Cross Rates

Note: Data as of 10:39 AM ET, March 15, 2019

C$ (USD per CAD) 0.75 0.75 0.80 0.73 Sources: Bloomberg, TD Economics

Euro (USD per EUR) 1.13 1.12 1.24 1.12

Pound (USD per GBP) 1.33 1.30 143 1.25 Global Official Policy Rate Targets

Yen (JPY per USD) 111.4 111.2 114.5 104.7 Current Target
Commodity Spot Prices™ Federal Reserve (Fed Funds Rate) 2.25-2.50%

Crude Oil ($US/bbl) 57.8 56.1 76.4 42.3 Bank of Canada (Overnight Rate) 1.75%

Natural Gas ($US/MMBtu) 2.95 3.18 4.80 2.56 European Central Bank (Refi Rate) 0.00%

Copper ($US/met. tonne) 6416.0 6423.0 7330.5 5713.8 0

Gold ($USltroy 0z.) 1304.8 1298.4 1353.4 11742 | [Bankof England (Repo Rate) 0'75f’

*as of 10:43 am on Friday. **Oil-WTI, Cushing, Nat. Gas-Henry Hub, LA (Thursday close price), Copper-LME Grade A, Bank of Japan (Ovemlght Rate) -0.10%

Gold-London Gold Bullion; Source: Bloomberg. Source: Central Banks.
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U.S. - Ahead of the (Slowing) Pack

In a year marked by high expectations for deals, 2019 is
shaping up to be a rough year for the global economy, and
advanced economies in particular. Our new quarterly eco-
nomic forecast expects global growth to slow to 3.2% in
2019 from 3.6% last year (Chart 1). That’s down about 0.2

ppts from our December outlook.

This outlook is consistent with global demand growing
roughly at the same pace as capacity, and, correspondingly,
subdued inflation pressures. However, the headline print
itself masks the disparate regional challenges. For example,
a soft end to 2018 and a disappointing start to 2019 results
in a much weaker growth outlook for G7 economies this
year. Add a global manufacturing slump, and you have the
impetus for a relatively weak economic expansion relative
to past years. Downgrades like this justify the pivot to pa-
tience by G7 central banks. Interest rate hikes are effec-

tively cancelled through the end of 2019.

In contrast, economic activity in the developing world is
expected to heat up later this year. An anticipated improve-
ment in global manufacturing activity, weaker inflation and
lower global interest rates all support a firmer outlook in
emerging market economies. That said, a slowing Chinese
economy and elevated trade policy uncertainty vis a vis the
U.S. could weigh further on major trading partners, stifling
any sort of rebound in global economic activity.

'The U.S. economy is expected to prove more resilient than

its G7 peers (Chart 2). Although it too will see growth

Chart 1: Global Growth Back to Trend in 2019
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Advanced and emerging market growth rates are stated as contributions to global growth
based on International Monetary Fund (IMF) estimates of the 2017 purchasing-power-parity
(PPP) valuation from the October 2018 World Economic Outlook.

Source: TD Economics. Forecasts as at March 14, 2019.

Chart 2: U.S. Growth to Slow but Should Remain
Well Ahead of G7 Peers
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Source: National Statistical Agencies, Forecast by TD Economics as at March 14, 2019.

slow in 2019, the decline is largely due to the waning im-
pulse from fiscal stimulus. Growth for 2019 is still expected
to average an above-trend pace of 2.4%, half a point shy of
last year’s strong performance. The government shutdown
and continued phenomenon of residual seasonality weigh
heavily on the first quarter, bringing down the annual aver-
age. However, both consumer and business spending fail to
rebound to the heady quarterly growth rates observed in
2018 through the remainder of this year.

Spending on consumer durables, such as automobiles, is
expected to decelerate. Moreover, although a rebound in
housing activity is expected later this year, very weak mo-
mentum acts to ensure that residential investment contracts
for a second consecutive year. Net trade is also expected to
weigh on growth again this year, with import demand out-
pacing exports.

'The data this week acted to support this outlook. January
retails sales staged a solid rebound from December lows.
Combined with solid wage gains in February’s employ-
ment report, this sets the table for an uptick in economic
activity later this quarter. That said, geopolitical events this
week proved less constructive. Trade talks between Presi-
dents Trump and Xi have been punted to at least April,
and Brexit will likely be delayed at least through June. This
suggests that elevated political and trade policy uncertainty
will continue to weigh on global economic activity for at
least a couple more months.

Fotios Raptis, Senior Economist | 416-982-2556
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Canada - Sitting at Neutral, Slogging Towards Normal

'The economic data this week painted a generally downbeat
picture. The one exception was manufacturing sales, which
rose 1.4% in volume terms in January (see commentary), a
strong report that was still not enough to offset the weak-
ness seen in late 2018. Beneath the strong headline, for-
ward looking components (new and unfilled orders) were
soft.

Striking a less positive note was Statistics Canada’s snap-
shot of Canadian finances at the close of 2018, showing
that the stresses on households continue to mount (see our
commentary). Past interest rate increases are continuing
to manifest. The debt service ratio rose to 14.9%, just shy
of its prior peak in 2007 (Chart 1). Household borrowing
ran ahead of incomes again in 2018Q4, sending the debt-
to-income ratio to 178.5%. The asset side of the equation
was similarly discouraging. Household wealth fell 2.8%
quarter-on-quarter. The value of natural resources dropped
due to soft oil prices, while late-2018 market volatility took
down the value of financial assets. The good news is that
recent developments in these categories have been positive.
Oil prices are up markedly from their late-2018 doldrums,
and the S&P/T'SX index has had a roaring start to the year,
up more than 12% year-to-date.

'The other major driver of falling household wealth was real
estate, and here the story is one of ongoing weakness. Ca-
nadian real estate markets are struggling to gain traction,
with February’s resale report disappointing expectations.
Sales fell 9.1% month-on-month, and both the average

Chart 1: Higher Rates, Elevated Debt Send
Household DSR to 2007 Levels
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Source: Statistics Canada, C.D. Howe Institute, TD Economics

Chart 2: Consumer Spending Softness To Persist
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Source: Statistics Canada, Forecast by TD Economics as of March 2019

sale price and the quality-adjusted home price index were
down. Some of this may be due to bad weather, but it still
paints a less than encouraging picture to start the year.

These trends, and their knock-on effects on economic
growth, are likely to continue and remain a key driver of
TD Economics’ outlook. In our just-released Quarterly

Economic Forecast, we see only a modest pace of consumer

spending (Chart 2). The reasons are just what the recent
data has shown: servicing debt is eating up a sizeable share
of household incomes, weighing on consumer spending,
notably in housing-related and durable goods.

The biggest change in our latest forecast is our Bank of
Canada outlook, which sees no further interest rate in-
creases. The rhetoric from Governor Poloz and company
has shifted to reflect the reality of the recent soft patch, but
still communicates a desire to move rates higher with time.
This is not feasible over the foreseeable future. The key is
the consumer: slower spending growth will constrain the
pace of overall economic activity. This means little in the
way of inflationary pressures and little reason to tighten
monetary policy. Our forecast of growth at trend, near-
target inflation and a low unemployment rate suggests
the policy rate may already be at ‘neutral’. Thus, no fur-
ther hikes are needed absent a significant upside surprise
on growth. Given the economic headwinds at present, we
aren’t holding our breath.

Brian DePratto, Senior Economist | 416-944-5069
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U.S.: Upcoming Key Economic Releases

U.S. FOMC Rate Decision*

Date: March 20, 2019
Previous: 2.50%

TD Forecast: 2.50%
Consensus: 2.50%

'The March dot plot should suggest one more hike (to neu-
tral) this year, and potentially no additional hikes in 2020
based on recent comments from several Fed officials. We
also expect the median dots for 2020 and 2021 to no longer
suggest hiking beyond a neutral range. We see this not as a
consequence of a shift in the reaction function, but of the
lower projected path for core inflation. More clarity about
when runoff ends, and the size of the balance sheet at that
time, should be forthcoming, if not in a separate statement
then as part of Powell’s press conference. Look for a neutral
market reaction, as outright rate cuts are priced for 2019.
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Source: U.S. Federal Reserve Board, TD Economics

*Forecast by Rates and FX Strategy Group. For further information, contact TDRates&FXCommoditiesResearch@tdsecurities.com
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Canada: Upcoming Key Economic Releases

Canadian CPI - February*

Release Date: March 22, 2019

Previous: 0.2% m/m, 1.4% y/y, Index: 133.6
TD Forecast: 0.7% m/m, 1.5% y/y, Index: 134.5
Consensus: N/A

We expect inflation to firm to 1.5% in February, reflecting
a 0.7% increase in prices on the month. Gasoline prices
lend a strong m/m boost, with solid gains in food prices as
well. Elsewhere we expect most of the m/m gains to result
from travel services and MIC. Airfares, the other source of
oneoffs, look benign this month taking in account Febru-
ary seasonals and the near full correction last month. The
previous jump in the rent index (+0.9% m/m) is unlikely to
be repeated and is one source of downside risk. It is likely
to be volatile going forward thanks to the methodology
changes. Finally, core inflation is likely to be stable at 1.9%
on average but risks remain skewed to the downside on

Canadian Retail Sales - January*

Release Date: March 22, 2019
Previous: -0.1%, ex-auto: -0.5%
TD Forecast: 0.4%, ex-auto: 0.2%

Consensus: N/A

Stronger motor vehicle sales will help to drive a 0.4% re-
bound in January retail sales after broad weakness weighed
on the sector into year-end. Motor vehicle sales will benefit
from warm weather across most of the country alongside a
pickup in consumer confidence; this should leave ex-auto
sales to post a more modest 0.2% increase. Looking past
motor vehicles the picture is mixed; robust labour market
gains should help support consumer spending, but one
month of positive home sales is unlikely to drive a rebound
in demand for home furnishings given the broader trend,
and a recent slowdown in residential construction will
weigh on building material sales. Lower gasoline prices also
present a headwind to nominal sales, although the positive

Canadian Consumer Price Index (CPI)
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Source: Statistics Canada, TD Economics

the back of poor growth dynamics and weak wage growth.
Looking ahead, the recent pickup in fuel prices along with
the new CPI basket weights suggest a slightly higher tra-
jectory for our forecast at 1.6% in Q1 vs 1.5%, though still
below the BoC’s forecast of 1.7%.

Canadian Retail Sales*
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impact on real incomes provides a silver lining from the
cumulative 25% decline since October. Overall we expect
real retail sales to come in at or slightly above the nominal
print owing to a decline in seasonally adjusted goods prices
during the month.

*Forecast by Rates and FX Strategy Group. For further information, contact TDRates&FXCommoditiesResearch@tdsecurities.com
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Recent Key Economic Indicators: Mar 11 - Mar 15, 2019
Release Economic Indicator/Event Date? for Units Current Prior
Date Period
United States
Mar 11 Retail Sales Advance Jan M/M % Chg. 0.2 -1.6
Mar 11 Retail Sales Ex Auto and Gas Jan M/M % Chag. 12 -1.6
Mar 11 Business Inventories Dec M/M % Chag. 0.6 0.0
Mar 12 NFIB Small Business Optimism Feb Index 101.7 101.2
Mar 12 Consumer Price Index Feb M/M % Chag. 0.2 0.0
Mar 12 Consumer Price Index Feb Y/Y % Chg. 15 1.6
Mar 12 Consumer Price Index Ex Food and Energy Feb M/M % Chg. 0.1 0.2
Mar 12 Consumer Price Index Ex Food and Energy Feb Y/Y % Chg. 21 2.2
Mar 13 Cap Goods Orders Nondef Ex Air Jan M/M % Chg. 0.8 -0.9
Mar 13 Durable Goods Orders Jan M/M % Chg. 04 13
Mar 13 Producer Price Index Ex Food and Energy Feb M/M % Chg. 0.1 03
Mar 13 Producer Price Index Final Demand Feb M/M % Chag. 0.1 -0.1
Mar 14 Initial Jobless Claims Mar 19 Thsd 229.0 223.0
Mar 14 New Home Sales Jan Thsd 607.0 652.0
Mar 15 Empire Manufacturing Mar Index 3.7 8.8
Mar 15 Capacity Utilization Feb % 78.2 783
Mar 15 Industrial Production Feb M/M % Chg. 0.1 -04
Mar 15 Manufacturing (SIC) Production Feb M/M % Chg. -04 -0.5
Canada
Mar 13 Teranet/National Bank HPI Feb Y/Y % Chg. 19 2.2
Mar 15 Manufacturing Sales Jan M/M % Chg. 1.0 -1.1
Mar 15 Existing Home Sales Feb M/M % Chg. -9.1 3.6
International
Mar 12 UK Gross Domestic Product Jan M/M % Chg. 0.5 -04
Mar 12 UK Industrial Production Jan Y/Y % Chg. -0.9 -0.9
Mar 12 UK Manufacturing Production Jan Y/Y % Chg. -11 -21
Mar 12  JN Producer Price Index Feb Y/Y % Chg. 0.8 0.6
Mar 13  EZ Industrial Production Jan Y/Y % Chg. -11 -4.2
Mar 13 CH Retail Sales Feb Y/Y % Chg. 8.2 9.0
Mar 14  JN BOJ Policy Rate Mar 15 % -0.10 -0.10
Mar 15  EZ Consumer Price Index Feb Y/Y % Chg. 15 15
Mar 15  EZ Consumer Price Index Core Feb Y/Y % Chg. 1.0 1.0
Source: Bloomberg, TD Economics.
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Upcoming Economic Releases and Events: Mar 18 - 22, 2019
Release Time* Economic Indicator/Event Data' for Units Consensus Last Period
Date Period Forecast

United States
Mar18  10:00 NAHB Housing Market Index Mar Index 63.0 62.0
Mar19  10:00 Factory Orders Jan M/M % Chg. 0.0 0.1
Mar19  10:00 Factory Orders Ex Trans Jan M/M % Chg. - -0.6
Mar 19 10:00 Durable Goods Orders Jan M/M % Chg. - 04
Mar 19 10:00 Durables Ex Transportation Jan M/M % Chg. - -0.1
Mar 19 10:00 Cap Goods Orders Nondef Ex Air Jan M/M % Chg. - 0.8
Mar20  14:00 FOMC Rate Decision (Upper Bound) Mar 20 % 250 250
Mar20  14:00 Interest Rate on Excess Reserves Mar 21 % - 240
Mar 21 8:30 Initial Jobless Claims Mar 16 Thsd - 229.0
Mar 22 9:45 Markit US Manufacturing PMI Mar Index 54.0 53.0
Mar 22 9:45 Markit US Services PMI Mar Index 56.0
Mar22  10:00 Existing Home Sales Feb Mins 5.1 49
Mar22  10:00 Wholesale Trade Sales Jan M/M % Chg. - -1.0
Mar 22  21:30 Fed's Raphael Bostic speaks in San Francisco, CA

Canada

Mar 21 8:30 Wholesale Trade Sales Jan M/M % Chg. - 03
Mar 22 8:30 Consumer Price Index Core- Trim Feb Y/Y % Chg. - 1.9
Mar 22 8:30 Consumer Price Index Core- Median Feb Y/Y % Chg. - 18
Mar 22 8:30 Consumer Price Index Core- Common Feb Y/Y % Chg. - 1.9
Mar 22 8:30 Consumer Price Index Feb Y/Y % Chg. - 14
Mar 22 8:30 Retail Sales Jan M/M % Chg. - -0.1
Mar 22 8:30 Retail Sales Ex Auto Jan M/M % Chg. - -0.5
Mar 22 8:30 Consumer Price Index NSA Feb M/M % Chg. - 0.1

International
Mar 19 5:00 EZ Markit Eurozone Manufacturing PMI Mar Index 496 493
Mar 20 5:30 UK Consumer Price Index Feb Y/Y % Chg. 19 1.8
Mar21  19:30 JN Natl Consumer Price Index Feb Y/Y % Chg. 0.3 0.2
Mar 21  20:30 JN Nikkei Japan PMI Mfg Mar Index - 489
Mar 22 5:00 EZ Markit Eurozone Services PMI Mar Index 52.8 52.8

* Eastern Standard Time. Source: Bloomberg, TD Economics.
Note: Some data releases may be impacted by the recent U.S. partial government shutdown.
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Disclaimer

This report is provided by TD Economics. It is for informational and educational purposes only as of the date of writing, and may not be appropriate for other
purposes. The views and opinions expressed may change at any time based on market or other conditions and may not come to pass. This material is not intended
to be relied upon as investment advice or recommendations, does not constitute a solicitation to buy or sell securities and should not be considered specific legal,
investment or tax advice. The report does not provide material information about the business and affairs of TD Bank Group and the members of TD Economics
are not spokespersons for TD Bank Group with respect to its business and affairs. The information contained in this report has been drawn from sources believed
to be reliable, but is not guaranteed to be accurate or complete. This report contains economic analysis and views, including about future economic and financial
markets performance. These are based on certain assumptions and other factors, and are subject to inherent risks and uncertainties. The actual outcome may be
materially different. The Toronto-Dominion Bank and its affiliates and related entities that comprise the TD Bank Group are not liable for any errors or omissions in
the information, analysis or views contained in this report, or for any loss or damage suffered.
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